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Managers 
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Maryland is the latest state to require its public-pension system to report the amount of carried interest 
it pays to private-equity sponsors and other asset managers. 

On July 1, a new state law took effect requiring the $52 billion Maryland State Retirement and Pension 
System to report annually on how much carried interest in total it pays to firms managing its assets. The 
first report, due by the end of the year, will require the pension fund to disclose all carried interest 
payments between 2015 and 2019. 

The law was passed unanimously by the Democratic-controlled state legislature and signed by 
Republican Gov. Larry Hogan in April. 

With the new law, Maryland joins a small but growing number of state pensions making more 
information public on carried-interest payments, or the asset manager’s share of profits on successful 
investments. The standard carried-interest payment for private equity has long been 20% of gains, on 
top of a 2% annual management fee. 

Historically, public pension investors haven’t disclosed—and often haven’t even calculated internally—
the amount of money private-equity firms receive through carried interest, viewing these payments as 
profit shares rather than a typical fee. 

But there are signs that is changing. Pensions have come under increasing pressure to track—and 
ultimately reduce—what they pay to asset managers as many struggle to keep pace with the financial 
burden of current and future retirees. 

In 2016, California passed a law requiring state pensions to make carried-interest payments public, and 
last year a Pennsylvania state commission spurred the largest state pension to disclose its carried-
interest payments going back to 1987. A few other states, including New Jersey and Ohio, also have 
made public the amount their state funds pay in carried interest. 

The Maryland State Retirement Agency doesn’t consider carried interest a fee, but the pension 
supported the new law, a spokesman for the pension said. He said the pension already calculates its 
carried-interest payments and provides it annually to the system’s board of trustees. 

For 2017, the pension distributed about $136.8 million in carried-interest payments, he said. 



The pension’s private-equity assets totaled $6.5 billion as of June 30, 2018, according to the most recent 
annual report. 

The Maryland bill as originally written would have put a limit on what the state pension would have 
been able to pay in fees and carried interest, a provision the pension opposed, a spokesman said. 

Maryland State Delegate Kumar Barve, a Democrat who co-sponsored the bill with Republican Delegate 
Robin Grammar, says he hopes the new transparency law is a first step toward reducing what the 
pension pays asset managers. 

“We’re being ripped off by the firms that are investing our pension funds,” Mr. Barve said. 

“What I would like as an end result is for our pension board to negotiate better fee schedules.” 

The Maryland State Retirement and Pension System was 72.5% funded as of June 30, 2018, slightly 
below the average funding ratio of 72.6% for all U.S. public pensions, based on a survey 
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